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The long-term program submitted by Denmark to 
OEEC, covering the four-year period ending in 1952, 
provides for an increase of agricultural production which 
should permit consumption and export of about the same 
volume as before the war. Industry is expected to main- 
tain the level of domestic supplies while increasing ex- 
ports. The planned increase in production requires a net 
investment of about 5 billion kroner ($1,040 million) 
during the four years. This means doubling net invest- 
ment. Balance on external account is forecast at the end 
of the period. 

The dollar deficit for 1947 of $130 million is expected 
to be reduced to $50 million in 1952-53, to be covered 
from a corresponding surplus in other currencies, as- 
sumed to have become convertible. Danish exports are 
expected to double between 1947 and 1952, while ex- 
ports to the dollar area will increase from 3 to 11 per 
cent of total exports. 

The rise in exports requires a considerable increase 
in production. The increase in exports to the dollar 
area requires also some changes in the composition of 
exports, including, for example, increased output of 
highly processed agricultural goods, such as canned 
meat and cheese. 

Increased fodder imports will make it possible to in- 
crease herds. Cattle are expected to increase from 2,830,- 
000 in 1948 to 3,200,000 in 1952; pigs from 1,462,000 to 
3,900,000; poultry from 23,800,000 to 30,000,000. These 
increased are expected to cost approximately 500 million 
kroner ($104 million). Output of milk per cow is also 
expected to rise from 3,100 kg. in 1947 to 3,400 in 
1952 (1938—=3,300 kg.). 


No great change is expected in the character of in- 





EUROPE 


ECA Stimulates Intra-European Trade 


The ECA has reported that of the $1.9 billion au- 
thorized by October 23 for purchases by ERP countries 
from all sources, $217.5 million has been authorized for 
purchases by participating countries from each other. 
During September ECA-sponsored purchases within 
Western Europe and its colonies reached the high of 
$68.6 million, or 11 per cent of total purchases in Sep- 
tember. The major commodities concerned are coal, pe- 
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Long-Term Program for Danish Economy 
















dustry, although a large oil refinery will be built and 
salt mining undertaken. Industrial employment in 1947 
was 20 per cent larger than in 1938, while output was 
only 10 per cent larger. It is hoped to increase produc- 
tivity by rationalization, better raw materials and fuel, 
and maintenance of larger inventories. New machinery 
is particularly needed for the iron, machine, and textile 
industries. 

It is expected that by 1953 the merchant marine will 
have reached 1,459,000 gross registered tons, 366,000 
tons more than in 1939. 

No considerable investment in housing is expected. The 
allocation of investment is as follows (in millions of 
kroner) : 

(a) Agriculture: animal herds, 500; agricultural ma- 
chinery, 375; farm buildings, 250; dairies and slaughter 
houses, 200; inventories of feed stuffs, 200. total, 1,525. 

(b) Industry: machines, equipment, and buildings, 
1,000; power stations, 75; gas and water plants, 250; 
raw materials, semi-manufactured goods, inventories, 
625. Total, 2,050. 

(c) Shipping: merchant marine, 675; fishing boats, 
etc., 50. Total, 725. 

(d) Other communications: cars, railroads, airports, 
harbors, etc., 500. 

The program is based on certain assumptions, such as 
increased deliveries from Germany, Eastern Europe, and 
Asia. Increased food exports to the United States are also 
assumed, which should be possible once the urgent 
needs of Europe have been satisfied. The maintenance of 
some financial restrictions and probably of restrictions 
such as the rationing of butter is expected. 

Source: Borsen, Copenhagen, Denmark, October 5, 1948. 


troleum, railroad equipment, and agricultural products, 
such as fats and oils. 
Source: Economic Cooperation Administration, Press Re- 


lease, Washington, D.C., October 24, 1948. 
U.K. 1948-49 Program for OEEC 


The explanatory memorandum on the United King- 
dom’s 1948-49 program, drawn up for OEEC, has been 
published as a White Paper. Consumption in the U.K. 
will remain broadly at the present standard, which is 
worse in some important respects than that prevailing 
before the financial crisis of 1947. Agricultural produc- 
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tion is expected to be about 35 per cent above prewar 
compared with 25 per cent in 1947-48: manufacturing 
production as a whole is expected to average 25 to 30 
per cent above prewar, compared with about 20 per cent 
in 1947-48. The investment program represents about 20 
per cent of the gross national product. Guarded, but en- 
couraging, observations are made on the prospects of 
reconciling this with avoidance of inflation. Since March 
there has been a marked slowing down in the upward 
movement of prices, and nothing in the results to date 
makes it necessary to revise the budget estimates. A 
large program of agricultural development has begun. 
Investments are planned mainly for the coal, electricity, 
oil refining, steel, chemical, textile, and transport in- 
dustries, but their effects on output will in general accrue 
only after 1949. In overseas development, a consider- 
able expansion of crude oil production by British con- 
trolled companies is in progress. 


The total export volume is put at at least 137 per cent 
of 1938, with coal exports and bunkers about double 
those of 1947-48. A provisional forecast of the dollar 
deficit, subject to review in the light of commitments en- 
tered into in the European payments agreement, places 
the gold and dollar deficit for 1948-49 at $1,263 million. 
The net deficit with the sterling area of other participat- 
ing countries was estimated by OEEC at $491 million, 
which is covered by use of new sterling grants and by 
drawing down existing balances. The U.K. expects to 
provide other OEEC countries with machinery, trans- 
port equipment, steel, crude oil and petroleum products, 
and shipping services in amounts comparable to those 
which will be provided by the United States to other 
participating countries. Raw material supplies from other 
sterling area countries are expected to be substantial. 
About $370 million of the $491 million sterling sur- 
plus is attributable to trade with the sterling area 
outside the U.K. These projects “would be impossible 
without the ERP assistance. Aid of $1,263 million is 
no more than just enough to carry out this program.” 
Source: His Majesty’s Stationery Office, Cmd. 7545, 

London, England, October 1948. 


Views on Supply of Capital in the U.K. 


Lord Catto, Governor of the Bank of England, drew 
attention in a speech to the adverse effects on private 
saving of high taxation in the United Kingdom, and 
doubted if the capital program had yet been reduced 
to the resources available. He expressed concern that 
some of the capital projects were costing far more 
than the original estimates, and observed that some 
companies had already used all their own liquid re- 
sources and had to resort to bank advances. The “capi- 
tal bonus tax” was reported to handicap companies in 
rearranging their capital structure in order to raise 
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new capital. He hoped this tax would be repealed at 

the earliest possible date. 

Source: The Times, London, England, October 20, 
1948. 


First Effects of French Exchange Reform 


Neither stock exchange quotations nor black market 
exchange rates have so far reacted strongly to the 
recent French exchange reform, the Paris stock mar- 
ket having already, a month before, discounted its 
effects. Sterling securities, (except de Beers and Rio 
Tinto) were already quoted on October 5 at a rate 
in line with the new sterling-franc parity of 1,062 
francs to the pound. On October 5, the Swedish stock 
S.K.F. was quoted at 17,800 francs in Paris and at 
SKr 250 in Stockholm, giving a krona-franc parity of 
71, which is nearer to the current rate of 73 than to 
60, the official rate on October 5. Norwegian and Dan- 
ish stocks were quoted somewhat below the new parity 
but Belgian stocks were quoted at a rate giving a 
parity of 7.5 to 9 francs to the Belgian franc, which is 
even higher than the present parity of 6. 


Since the end of August black market rates for for- 
eign currencies have been very sensitive, with a sharp 
tendency to rise. The exchange reform has not acceler- 
ated this trend. On October 20, three days after the 
exchange reform, all black market rates, except for 
sterling, were at the level of October 10. The rate for 
the dollar, which had been 476 francs on October 11, 
stood at 480 on October 20. The rate for the Belgian 
franc was 8.90 on October 20 and 8.80 francs 
on October 11, and the lira rate remained un- 
changed at 0.65 francs. The sterling rate continued to 
move upward from 1,260 francs on October 11 to 
1,290 on October 18 and 1,330 on October 20, against 
the new official parity of 1.062 francs. The reported 
speculative transfers of French francs into colonial 
(notably CFA) francs also confirm the impression 
that the reform had been anticipated. The CFA franc- 
French franc parity was 1.70 before October 17, but 
was changed to 2 by the reform. Transfers of funds 
since the beginning of October seem to have been very 
substantial, so that the Government has arranged for 
special control commissions to investigate them and 
to cancel transfers made after October 11 for specula- 
tive purposes. 

In determining the price increases (e.g., coal, 18.5 
per cent) decreed since the end of September the in- 
creased cost of imports both of certain commodities 
from convertible currency areas following the elimi- 
nation of the special regime for certain essential imports 
and of all commodities from nonconvertible currency 
areas has been taken into account. 

Sources: La Semaine Economique et Financiere, Paris, 
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France, October 8, 1948; Agence Economi- 
que et Financiere, Paris, France, October 11, 
18, and 20, 1948. 


Benelux Ports and Bizone Transit Shipments 


An agreement was reached on October 1 by the 
Netherlands and Belgian Governments and the Bizonal 
Occupation Authorities in Germany on the use of 
Netherlands and Belgian ports and ships for transit 
shipments to and from Western Germany. Shippers 
are to have free choice of North German or Benelux 
ports for transit shipments, unhampered by foreign 
exchange and other discriminations by the Bizonal 
Authorities. The Allied Army Command will ship the 
largest possible share of its imports into the Bizone 
through Benelux ports, if this route is cheaper, as it 
generally is, because of the shorter ocean haul and 
the use of the Rhine instead of railways. It is expected 
that 1.7 million tons of freight will go through Dutch 
and Belgian ports in the first year. 

Under the agreement there will be mutual freedom 
of traffic on the Rhine and connecting waterways to 
ships of the contracting parties. This clause is espe- 
cially important for Dutch Rhine shipping, which will 
now be able to resume its participation in traffic be- 
tween German Rhine ports. 

Distribution of shipments through Benelux ports 
will be under the supervision of a Netherlands-Belgian 
organization, the “Rhine Central Booking Office” 
(RCBO), in which the Bizone is represented. A Port 
Agreement between the Netherlands and Belgium regu- 
lates the distribution of incoming shipments accord- 
ing to a scale by which the Netherlands share increases 
and the Belgian share decreases as total shipments 
increase, the Netherlands share being 50 per cent up 
to 1.2 million tons a year, and increasing to 77 per 
cent up to 5 million tons. 

Source: Netherlands Information Bureau, Late News 
Digest from Holland, New York, N.Y., Oc- 
tober 14, 1948. 


Sterling Quotations Rise in Italy 


Since last January, when the dollar-sterling cross 
rate reached the low level of 2.95, Italian sterling 
quotations have almost constantly risen relative to 
dollar quotations. The dollar export rate has remained 
practically unchanged around 575 lire, while the ster- 
ling rate rose from an average of 1,696 lire in January 
to an average of 1,944 in September. The concentra- 
tion of Italian exports of fruit and vegetables in Aug- 
ust caused a slight recession in that month. 

During October the upward movement has been even 
steadier. At the end of September the lira-sterling rate 
was 1,960, and on October 12, 2,005. The steadiest 
increase has been reported between October 12 and 
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October 25, when the level of 2,122 was reached, the 
most recent quotation so far available. Nearly one third 
of the increase since last January was reported during 
the last two weeks, and there are no signs of recession. 
The dollar-sterling cross rate on the Italian market 
was therefore 3.69 on October 25, about 8 per cent 
below parity. 
Source: ANSA News Agency, Inc., Bulletin, New York, 
N.Y., October 25, 1948. 


Note Circulation in Western Germany 


According to a report issued toward the end of Sep- 
tember by the Bank of German Laender on the develop- 
ment of the currency circulation in Western Germany, 
the circulation since the initiation of the monetary reform 
has been gradually increasing as indicated in the follow- 
ing table (in millions of Deutsche marks) : 


July 15 3,337 August 7 3,786 
July 23 3,326 August 14 3,828 
July 31 3,831 August 23 3,645 

August 31 4,178 


About DM 500 million of Western currency was also 
allocated to Berlin; the Berlin circulation and the cash 
reserve of bank notes of approximately DM 2,200 million 
held by the State Central Banks of the three Western 
Zones are not included in the reported figures. 

Since the end of August, the amount of potential pur- 
chasing power in the hands of the public has increased 
by about DM 2,000 million through the payment of per 
capita quotas and the release of a portion of blocked 
deposits. It may, therefore, be assumed that the note cir- 
culation of Western Germany by now exceeds DM5 
billion, i.e., one half of the limit of DM 10 billion fixed 
by the currency reform laws. 

The total circulation (notes and coin) in the whole of 
Germany at the end of 1936 and 1937 (when the price 
level was lower) amounted to about RM7 billion and 
RM 7.5 billion, respectively. 

Sources: Statistical Year Book of the League of Nations, 
1940/41, Geneva, Switzerland; Rhein-Neckar- 
Zeitung, Heidelberg, Germany, September 25, 
1948. 


Allocation of German Reparations 


The Inter-Allied Reparation Agency (IARA) reports 
further allocations of German industrial equipment among 
its member governments. The present distribution refers 
to equipment (valued at approximately RM 31 million at 
1938 prices) from 53 German plants, of which 29 are 
in the U.S. Zone of Occupation, 12 in the British Zone, 
and 12 in the French Zone; this brings the total value of 
equipment from German industrial plants allocated by the 
Agency to approximately RM 400 million at 1938 prices 
(U.S.$160 million at the prewar exchange rate), and 
the number of plants to 299. 

Forty-eight of the 53 plants were allocated as complete 
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production units to the following countries: Australia re- 
ceived 1 watch-making plant; Belgium, 11, including a 
machine tool factory, a precision instrument plant, and 
one plant manufacturing gauges; France, 9, including a 
light metal casting plant, a plastic (Plexiglass) factory, 
and a plant producing sound detection apparatus; the 
United States, a metal plant; the United Kingdom, 3, in- 
cluding a chemical and a light metals plant; Greece, 3, 
including a motorcycle factory; India, 4, including one 
for the production of machine tool accessories; Luxem- 
bourg, an accessory and fittings plant and a mechanical 
engineering plant; Norway, 5, including one for the pro- 
duction of material handling equipment; New Zealand, 1 
machine tool accessory plant; the Netherlands, 4, in- 
cluding one for the production of precision instruments 
and a chemical plant; Pakistan, 2, one of them produc- 
ing pneumatic equipment; Yugoslavia, one which had 
produced torpedoes and diesel engines and another en- 
gine plant. 

Two important sections of a chemical plant were also 
allocated to Czechoslovakia; a plant which had been en- 
gaged during the war in the production of gun turrets 
was divided between France and the United Kingdom; 
and Albania received certain equipment from three plants. 
Source: Inter-Allied Reparation Agency, Press Communi- 

que, Brussels, Belgium, September 22, 1948. 


ECE and East-West European Trade 


Under an arrangement sponsored by the Economic 
Commission for Europe, the Italian Government has 
agreed to make available automotive spare parts to Czech- 
oslovakia, Poland, Rumania, and Yugoslavia, in exchange 
for raw materials. The parts will be sent from surplus 
depots left in Italy by the Allied armies and will be used 
to keep in operation vehicles originally obtained from 
UNRRA and lend lease. The agreement will permit the 
continued or renewed operation of 60,000 vehicles. If 
the goods contracted for in exchange for the spare parts 
cannot be supplied, the possibilities will be explored of 
making up the balance by multilateral adjustments with 
other parties to the agreement. 

Source: United Nations, Department of Public Infor- 
mation, Press Release, Lake Success, N.Y., 
October 4, 1948. 


Polish 1948 Grain Production 


Poland’s production of four principal grains in 1948 
was as follows: 


Per cent of 1938 

Tonnage Total Per Capita 
Wheat 1,452,250 66.9 95.6 
Rye 6,000,000 82.7 118.1 
Barley 1,293,000 94.3 134.7 
Oats 2,206,600 83.1 118.7 


Total 10,951,850 81.4 116.3 
The per capita production (for the 30 per cent smaller 
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population) is considerably higher than in the good har- 
vest year 1938, and this has enabled Poland to end, 
beginning October 1, bread and flour rationing, to plan 
larger agricultural exports, and to increase the number 
of livestock which is still below the prewar level (per 
capita of population). 

The lower figures for 1948 grain production, reported 
in this News Survey, Vol. 1, No. 14, September 30, 1948, 
p. 113, were based on 1947 production data adjusted 
by the 1948 percentage increase in sown area and in 
yields per hectare. But since estimates of production 
in 1947, published in Polish official sources, were far 
too low, the estimated results of the 1948 harvest were 
smaller than the actual amounts. 

Sources: New York Herald Tribune, Paris, France, Sep- 
tember 28, 1948; Polish Research and Infor- 
mation Service, Biuletyn, New York, N.Y., 
September 30, 1948. 


Czechoslovakia’s Trade Agreements 


The annual discussions in the U.S.S.R. on the volume 
of Czechoslovak trade for the coming year within the 
framework of the long-term trade agreement led to the 
conclusion of an agreement in Moscow on October 8. 
Provision has been made for the exchange in 1949 of 
Czechoslovak exports totaling 9 billion korunas ($180 
million) and Czechoslovak imports valued at 8.7 billion 
($174 million), although the trade agreement had con- 
templated deliveries of 5 billion korunas. Czechoslovakia 
will become the largest single buyer of Soviet exports. 

Czechoslovakia’s imports, 40 per cent of which will 
be foodstuffs, 57 per cent raw materials and semi-manu- 
factured products, and 3 per cent finished goods, include 
300,000 tons of wheat and 20,000 tons of barley, 25,000 
tons each of meats and fats, various ores (including 
800,000 tons of iron ore), 100,000 tons of scrap iron, 
35,000 tons of cotton (of which 10,000 tons are to be 
delivered by the end of this year), 15,000 tons of sun- 
flower seeds for oil, as well as peas, lentils, flax and 
other seeds, mineral oil, fertilizer, nonferrous metals, 
wool, etc. 

Of Czechoslovak exports, 13 per cent and 10 per cent 
will be mining and machinery industries’ products, re- 
spectively, 5 per cent agricultural products, and 72 per 
cent products of light industry. The main items in 
Czechoslovak exports are locomotives and other heavy 
machinery, 1 billion korunas; rails, 1.2 billion; textile 
machinery, 67 million; leather and rubber shoes and 
goods, 2 billion; clothing, woolen, cotton and silk tex- 
tiles, 150 million; and cotton products, 750 million. 

The discussions of the delegation headed by the Man- 
aging Director of the National Bank of Czechoslovakia 
have led to modifications of the payment agreements 
with Brazil and Argentina, with a view to the stimula- 
tion of Czechoslovakia’s trade with both countries. The 
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Banco do Brazil will permit 50 per cent of the value 
of Czechoslovak exports to Brazil to be used to finance 
Brazilian exports to Czechoslovakia, the remainder being 
reserved to amortize the accumulated trade deficit until 
the 1946 agreement, which provided for a credit of 
$20 million, has been approved by the Brazilian Par- 
liament. Argentina has agreed to increase the payment 
agreement credit margin from 20 million pesos to 50 
million pesos and to waive until the end of 1951 its 
right to demand settlement of credit margins in gold 
or U.S. dollars, and Czechoslovakia agrees to pay 3 per 
cent interest on one half of the credits used. 
Sources: Hospodar, Prague, Czechoslovakia, October 7 
and 14, 1948; New York Herald Tribune, 
Paris, France, October 11, 1948. 


Greek Exchange Certificates 


The validity period of foreign exchange certificates 
issued after August 17, 1948 is reported to have been 
reduced to 15 days from the day of issue. Originally 
this period was fixed at 120 days, but to check hoarding 
and speculation the authorities have decided to shorten 
it. The Bank of Greece regulates exchange certificate 
rates by its intervention in the certificates market. The 
latest reported rates (October 8, 1948) are 5,020 drach- 
mas per U.S. dollar and 12,080 per pound sterling. 
These rates raise the effective official rates to 10,020 
drachmas per U.S. dollar and 32,080 per pound sterling. 
Source: New Economy, Athens, Greece, September 1948. 


MIDDLE EAST 


Turkey’s 1949 Budget 


The 1949 budget estimates submitted to the National 
Assembly provide for expenditures of LT 1,415 million 
($505 million) and revenue of LT 1,295 million ($462 
million), both being about 15 per cent above the re- 
spective estimates for 1948. The deficit of LT 120 mil- 
lion ($43 million), which is slightly under the 1948 
figure, will be covered by long-term loans. National 
defense appropriations, which amount to about one third 
of total expenditures, continue to be the largest item. 
Revenue will be increased mainly through the imposition 
of new and heavy taxes on the trading and wealthier 
classes. 

Sources: The Financial Times, London, England, Octo- 


ber 2 and 5, 1948. 


Syro-Lebanese Customs Union 


The so-called Cairo Protocol providing for the con- 
tinuation of the Syro-Lebanese Customs Union has been 
renewed for three months ending December 31, and 
press comments from Lebanon point to the possibility 
of maintaining the union after the expiry of the Protocol. 
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Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 22, 1948. 


Syrian Exchange Developments 


In order to increase its holdings of sterling, the Syrian 
Government has announced that all exports from Syria 
to Egypt and Iraq must be paid for in sterling. 
Source: U.S. Department of Commerce, Foreign Com- 

merce Weekly, Washington, D.C., September 
18, 1948. 


Higher Oil Royalties for Iraq 


Iraq’s Premier has announced that negotiations will 
shortly start with the Iraq Petroleum Company for a 
revision of the terms of the oil concessions with a view 
to increasing the royalties payable to the Government. 
Source: The Journal of Commerce, New York, N.Y., 

October 21, 1948. 


lran’s 1948-49 Budget Estimates 


The deficit in Iran’s budget for the fiscal year ending 
March 20, 1949, recently submitted to the Majless, is 
about $54 million, at the official rate of exchange, com- 
pared with an estimated deficit of $68 million for the 
previous year. The deficit is mainly due to an increase 
of $8.6 million in defense expenditures and an allocation 
of $33 million to the development program. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., September 11, 
1948. 


FAR EAST 


India’s Disinflationary Policy 


The aims of the disinflationary policy adopted in 
India after consultations with bankers, industrialists, 
labor leaders, and economists, are: (1) maximum re- 
duction by Central and Provincial Governments of bud- 
get deficits for the fiscal year April 1948 to March 1949; 
(2) surpluses in the budgets for 1949-50; (3) elimina- 
tion of expenditure on projects not directly productive; 
(4) elimination of Central Government assistance to the 
provinces for purely social programs, such as prohibition 
and abolition of the “Zamindari” system of land owner- 
ship; (5) increase of revenues by imposing agricultural 
income taxes in the Provinces and an estate duty by 
the Central Government; (6) reimposition of price and 
distribution controls on food grains and cloth, and per- 
haps of price control on sugar and distribution controls 
on kerosene, iron and steel, and cement; (7) savings 
drive by increasing the amounts that an individual may 
hold in National Savings Certificates and by issuing 
Treasury deposit receipts on favorable terms for six, nine, 
and twelve months for the benefit of institutional in- 
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vestors seeking short-term investments; (8) stimulation 

of industrial production by liberalizing depreciation al- 

lowances, exempting new industrial undertakings from 
income tax for a specified period and lower tariffs on 
imported raw materials, plant and machinery for indus- 
trial purposes; (9) restriction of dividends to the av- 
erage of two years ending March 31, 1948, or 6 per 
cent on paid-up capital, whichever is higher, and post- 
ponement for a further period of three years of repay- 
ments of both excess profits tax deposits and refundable 
excess profits tax; (10) regulation of bank advances to 
prevent commodity speculation; (11) uniform legisla- 
tion regarding industrial disputes. 

The provinces are reported to be backing up the Gov- 
ernment of India’s anti-inflationary measures. 

Sources: The Eastern Economist, New Delhi, India, Oc- 
tober 8, 1948; Government of India Informa- 
tion Services, Release, Washington, D.C., Oc- 
tober 18, 1948. 


Indian Steel Investment 


The report that the Government of India had been 
approached for loans for the modernization and expan- 
sion of iron and steel plant (see this News Survey, Vol. 
I, No. 8, August 19, 1948, p. 61) has been contradicted 
by representatives of the companies concerned. 

Source: The Eastern Economist, New Delhi, India, Au- 
gust 20, 1948. 


Distribution of U.S. Aid Supplies in China 


A report presented by the Council for United States 
Aid of the Executive Yuan to the Legislative Yuan last 
week showed that of the US$275,000,000 aid to China 
(see this News Survey, Vol. I, No. 6, August 5, 1948, 
p. 45), US$198,090,000 has been either spent, or ear- 
marked for the purchase of allocated products. The 
remainder, excludir x US$1,200,000 which will cover the 
administrative expenses of ECA’s China office, will be 
reserved for the purchase of similar products during 
the quarter beginning next January. As of October 10, 
U.S. supplies that have either arrived in China or are 
on their way included US$17,000,000 worth of rice; 
US$2,700,000 of flour; US$54,579,000 of cotton; and 
US$22,000,000 of petroleum products. 

Distribution of U.S. Aid supplies is governed by the 
principles laid down in the Economic Aid Agreement 
between the United States and China (see this News 
Survey, Vol. I, No. 5, July 29, 1948, p. 36). All food 
supplies are being utilized in carrying out the Govern- 
ment’s food ration program in Nanking, Shanghai, Can- 
ton, Tsingtao, Tientsin, and Peiping. They are sufficient 
to cover 40 per cent of the food requirements of these 
six cities until the end of next March. The remaining 
60 per cent is provided by the Government from its own 
food reserves, Cotton, of which 69,528 bales have been 
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distributed, is made available to each mill in accordance 

with the number of spindles with fixed ratios between 

raw cotton, cotton yarn, and cotton cloth. 

Source: Chinese News Service, Special Release, New 
York, N.Y., October 18, 1948. 


Excess Reserves Under Philippine Central 
Bank Legislation 


At the last session of the Philippine Congress an act 
was passed (Republic Act No. 266) providing that sums 
released by the new Central Bank as excess monetary 
reserves may be used for the following purposes: (1) 
to cover deficiencies in government appropriations; (2) 
to construct public buildings; (3) to develop irrigation 
and water power projects; (4) to finance resettlement 
and home construction; and (5) to develop industry by 
direct loans to public and private bodies and by advances 
to the Philippine Rehabilitation Finance Corporation. 

According to the terms of the Central Bank Act 
(Republic Act No. 265), these advances to the Gov- 
ernment may not exceed 200 million pesos ($100 mil- 
lion). The Government is required to deposit an equiv- 
alent amount of negotiable securities with the Central 
Bank against any advances that may be made. 
Sources: First Congress of the Republic of the Philip- 

pines, Third Session, Republic Acts No. 265 and 
266, Manila, Philippines, June 15, 1948. 


Malayan Rubber Exports 


Rubber exports from the Federation of Malaya in Sep- 
tember were the highest since the liberation, at 67,000 
tons, of which 16,000 tons were shipped directly to the 
United States and 11,000 tons to the United Kingdom. 
Exports to Singapore were 26,000 tons. 

Source: The Financial Times, London, England, October 
23, 1948. 


UNITED STATES AND CANADA 


ECA Letter-of-Commitment Financing 


As of October 8, letters of commitment totaling $505 
million had been issued by ECA to finance shipments 
of goods for overseas aid. In using this technique, ECA 
issues to a bank designated by the participating country 
a letter of commitment covering goods and services ap- 
proved for purchase by ECA through the granting of a 
procurement authorization. The letter of commitment 
permits the designated bank to issue a letter of credit 
to the procuring country for the amount specified in 
the letter of commitment, and so facilitates the financing 
of the ECA program through the usual commercial 
channels. 

On October 20, ECA made public for the first time 
the distribution of these letters of commitment among 
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U.S. banks. As of October 8, $473 million, or 93.6 
per cent of a total of $505 million, had been issued to 
New York banks. The two largest amounts were re- 
ceived by the Bankers Trust Company ($91 million) 
and the Chase National Bank ($87 million). The Bank 
of America in San Francisco was the only bank outside 
New York to receive a significant amount of letters of 
commitment. It received almost $30 million. 

Source: Economic Cooperation Administration, Press 

Release, Washington, D.C., October 20, 1948. 


U.S. Tourist Traffic in Europe 


The Secretary of Commerce has stated that about 
700,000 U.S. residents are expected to visit Europe in 
1949 if facilities comparable to those of prewar years 
are available. This announcement has been made in 
connection with the joint program by the Department 
of Commerce and ECA, authorized by Congress under 
the Foreign Assistance Act of 1948, for promoting U.S. 
travel abroad. 

It is estimated that American tourists spent over $8 
billion in foreign countries in the 20 years before 1940. 
This was more than was spent for any commodity im- 
ported into the U.S. and nearly double the amount spent 
for sugar, the leading import. In 1946, American trav- 
elers spent $547 million abroad; and in 1947, $688 
million, the largest amount since 1930. 


With a view to encouraging travel by U.S. citizens, 
Belgium and Italy have recently lifted visa requirements 
on two- to three-month visits. Denmark, Norway, Swe- 
den, Switzerland, Luxembourg, and the Netherlands have 
also recently abolished visa requirements. 

Source: U.S. Department of Commerce, Press Release, 


Washington, D.C., October 25, 1948. 


Canada Relaxes Import Controls 


The continued improvement in Canada’s U.S. dollar 
reserve position has made possible the relaxation of 
some of the emergency exchange restrictions on the 
import of fresh fruits and vegetables. Effective for the 
fourth quarter of 1948, quotas for citrus fruits and 
juices are being increased from the original 50 per cent 
to 70 per cent of imports during the base year, July 
1946 to June 1947. Also, commencing with the last 
quarter of 1948, grapes are removed from the prohibited 
list and allowed entry up to 70 per cent of the dollar 
value of each importer’s base year imports. Effective 
November 1, open general permits will be authorized 
for imports from any country of lettuce and tomatoes, 
previously on the prohibited list. Later in the winter, 
similar general permits will be authorized for cabbage, 
carrots, celery, and spinach. These relaxations will be 
timed so as not to prejudice the normal marketing of 
Canadian produce. 
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These relaxations, according to press estimates, might 
result in increased imports at an annual rate of $15 to 
$17 million. Quota relaxations, however, may make 
very little difference to citrus imports. Last year, price 
declines offset the quota restrictions to such an extent 
that grapefruit imports actually increased, while orange 
imports fell only slightly below the base year volume. 
Sources: Canada, Department of External Affairs, Air- 

mail Bulletin, Ottawa, Canada, October 20, 
1948; The Globe and Mail, Toronto, Canada, 
October 20, 1948; The Financial Post, To- 
ronto, Canada, October 23, 1948. 


Canada’s Potato Surplus 


As Canada’s 1948 potato crop is expected to be the 
largest since 1931, with a 10 million bushel surplus, 
provincial and federal ministers have been discussing 
the disposal of this surplus. The federal Government 
is studying the provinces’ request for a support price, 
which it is expected will be proclaimed. Action may 
be delayed, however, by unwillingness to do anything 
which would further involve Canada in the controversy 
in the United States arising from charges that U.S. 
markets are being “flooded” by Canadian potatoes. 

This “flooding,” it has been maintained, may indi- 
rectly cost the U.S. Government about $12 million this 
year by forcing it to apply the support price policy 
to a larger volume of domestic production. According 
to Canadian officials, these charges fail to take account 
of the fact that Canada imports potatoes from the U.S. 
as well as exports them. Canada’s imports of fresh 
fruits and vegetables from the U.S., moreover, far 
exceed her exports to that country. 


The U.S. tariff provides for quotas of 1 million bush- 
els per annum for table potatoes and 2.5 million bushels 
per annum for seed potatoes, on which the Canadian 
product pays a reduced duty of 3714 cents per hundred- 
weight. On imports in excess of the quota there is a 
duty of 75 cents per hundredweight. The 1948 quota 
of table potatoes was filled on October 16, and in some 
U.S. circles it is believed that the 75 cent duty will not 
prevent the entry of further Canadian supplies. 
Sources: Canada, Department of External Affairs, Air- 

mail Bulletin, Ottawa, Canada, October 19, 
1948; The Globe and Mail, Toronto, Canada, 
October 14, 18, 19, and 20, 1948. 


LATIN AMERICA 


Exchange and Banking Reforms in Costa Rica 


By a series of decrees issued on October 13, the 
Costa Rican Government has reorganized the exchange 
control system and given more power to the Central 
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Bank to control credit expansion, for example, by in- 
creasing reserve requirements of commercial banks and 
establishing portfolio ceilings. 

The most important changes in the exchange control 
system are: (1) classification of imports in four cate- 
gories, preferential, first, second, and third, instead of 
three; (2) an official selling rate of 5.67 colones per 
U.S. dollar for the payment of imports in the preferen- 
tial and first categories; (3) a 20 per cent surcharge 
for imports in the second and third categories, even if 
they are paid with free foreign exchange; (4) con- 
sumption taxes of 30 and 50 per cent on import goods 
in the second and third categories, respectively; (5) 
sales of foreign exchange for the payment of foreign 
obligations in arrears are made contingent upon the 
production of an affidavit from the foreign exporter 
certifying that he had not yet been paid; (6) a special 
order from the Board of Control is required to clear 
imports through the customs house; (7) the period for 
which foreign exchange proceeds from exports may be 
retained is reduced from 60 to 3 days. 

Source: La Gaceta-Diario Oficial, San Jose, Costa Rica, 
October 15, 1948. 


Peru Supplements Foreign 
Exchange Regulations 


The decree of September 6, which authorized a new 
exchange plan for Peru (see this News Survey, Vol. I, 
No. 11, September 9, 1948, p. 81), was supplemented 
by regulations of the Superintendency of Banks dated 
September 23, 1948. All import licenses pending are 
to be reclassified by the Superintendency of Foreign 
Commerce. Banks are permitted to continue operating 
in the free market and to liquidate collections received 
from abroad payable with free exchange. Payments 
for imports with official exchange cannot, however, now 
be made until the import licenses authorizing shipment 
have been returned for reclassification. Eighty per cent 
of the official exchange received by the National Ex- 
change Fund is to be used for imports of merchandise 
and 20 per cent will be allocated to payments for 
services. 

Source: Boletin del Banco Central de Reserva del Peru, 
Lima, Peru, September 1948. 


Paraguayan Internal Loan 


The Paraguayan Government has submitted a law 
to the Chamber of Representatives which provides for 
an internal loan of 20 million guaranies ($6.5 million) 
to be floated in Asuncion, Paraguay, to finance a public 
works and economic development plan. The securities 
will bear interest at 6 per cent; they will be amortized 
within a period of 20 years by semi-annual installments, 
and the securities to be redeemed will be chosen by lot. 

The proceeds of the loan would be used as follows: 
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capital of the Governmental Enterprise Administration, 
2 million guaranies; industrial development, 1 million; 
construction of highways, 5 million; increase of capital 
of the Paraguayan Alcohol Corporation, 1 million; 
building construction for the Department of Finance, 
1 miliion; draining and channeling of rivers, 3 million; 
construction of school buildings, 1 million. The re. 
maining 6 million guaranies will be allotted according 
to needs to any of the purposes listed. 

Source: La Prensa, Buenos Aires, Argentina, September 

10, 1948. 


Argentina Anti-Inflation Measures 


Inflation in Argentina, where money supply has risen 
to 11.5 billion pesos in March 1948 (2.4 billion in 1937) 
and the cost-of-living index to 189 in January 1948 
(1937100), has led the authorities to adopt an anti- 
inflation program which would include: increased redis- 
count rate, reduction in funds available to Government 
banks for loans, reduction in construction loans, except 
for housing, prohibition of bank loans for plant con- 
struction, prohibition of new stock issues for plant con- 
struction, and a curb on speculative loans. 


The fall in the black market value of the peso to 9.30 
pesos to the dollar (the official rate being 4.85 pesos 
to the dollar), and the rise in the price of gold are 
further inflationary indications. The Government is 
preparing a decree which would check speculation in 
gold by obliging all holders of gold or precious metals 
to declare their holdings within a given period. It is 
believed that the Government might call in all gold. 
Sources: International Monetary Fund, International 

Financial Statistics, Washington, D.C., Sep- 
tember 1948; The Washington Post, Washing: 
ton, D.C., October 22, 1948; La Prensa, New 
York, N.Y., October 22 and 23, 1948. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Managing Director 


1818 H Street N.W., Washington 25, D.C. 
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